
August 10,2004 

Beth O’Donnell 
Executive Director 
Public Service Commission 
21 1 Sower Blvd. 
Frankfort, KY 40601 

Re: Case 2003-00224 

Dear Ms. O’Donnell: 

I have reviewed the Commission’s order denying rehearing on Case No. 2003- 
0224 in regards to variable cost of water sold to two former wholesale customers during 
the test year. The District believes that the order fails to adequately address the issue 
raised by the District. In our rehearing petition, the District discussed the Commission’s 
failure to consider the revised cost of water production. That issue was raised by the 
Attorney General in his examination of the District’s Vice President of Finance, Mr. 
Barrow. Because the issue was presented to the District, it had to respond. The response 
to the Attorney General was to provide the most current information the District had 
available. That information was derived from the updated test year data relied on by the 
District and subsequently by the Commission in its final order. 

Had the District not been prepared to address this question by the Attorney 
General, the record in the case would have been incomplete. Yet, because the District 
anticipated an issue that was to be raised, it has been penalized. It is difficult to 
understand why this information, specifically requested at the hearing, is not appropriate 
for use in setting the District’s rates. 

Additionally, when the information was provided at the hearing, there was no 
objection by the Attorney General or the Staff. This information was made available just 
as similarly updated information was also made available during the questioning of the 
District’s witnesses. In fact, the Staff attorney stated that if the District had not provided 
the information, the Staff would have asked for it. Please refer to Transcript of Evidence 
in this case, page 35, line 21 and 22. It seems clear that this information was not a 
surprise to anyone, was relevant to an issue raised by the Attorney General, and 
consequently should not have been summarily rejected. 

The issue was initially raised by the Attorney General’s question on page 31 of 
the Transcript, which asked about the District’s treatment of variable costs associated 
with Boone and Florence. (Transcript, page 31,lines17-19). In response to that inquiry, 
the District explained the adjustment and provided the current relevant calculation of that 
variable cost. Please refer to page 31, beginning with line 17 and proceeding through 
page 36 of the transcript of record of the hearing. In reading these pages, it is apparent 
that the hearing officer even asked if any party of record had a problem with the new 
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